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REAL ESTATE AND RUBBER 


these cases will be the neighborhood 
store. 
Rents and sales prices for business 


The tire shortage will affect real estate 
but be cautious in making any long term 
commitments based on permanent changes 


N_ intimate connection between 
A transportation and real estate has 

long been recognized. You may 
argue which came first, the primitive 
village or the road leading to it, but the 
two are inseparable. As soon as the vil- 
lage came into existence, the owners of 
isolated homes nearby would, of course, 
beat roads to the center. The city of St. 
Paul has a place where seven streets 
converge to the spot on which a tavern 
stood in pioneer days. Thus the more 
important the center, the greater will be 
the number of roads leading to it and the 
more roads that are built the more im- 
portant the center becomes. And so on 
ad infinitum. 

Some of the most serious problems of 
our real estate situation are brought 
about by this interdependence of settle- 
ment and transportation. A new difh- 
culty has arisen in the last few weeks, 
that is, the probable decrease of trans- 
portation facilities because of the needs 
of the armament program. I refer, of 
course, to the restrictions on the sale of 
automobiles and tires and the possibility 
of a rationing of motor fuel. All of this 
is equivalent to blocking off certain 
roads to the centers. 

Perhaps we can predict some of the 
consequences and future developments 


By THEODORE A. BUENGER 


that well may result from this curtail- 
ment. 

At the moment, the change is not 
startling. There are still as many auto- 
mobiles now as there were two months 
ago, tires are still holding out, gasoline 
presents no difficulty. Until gas is ra- 
tioned, the change will be very gradual. 
If the war ends soon the restrictions will 
probably have little effect on real estate. 
But if it is to be a long war, what can we 
in large cities expect for our downtown 
shopping district, our outlying centers, 
our suburbs? How will our existing 
structures . . . and the people in them, 
be affected? 

There will, of course, be increasing in- 
convenience for all those who have been 
accustomed to shop by automobile. You 
may say that we will still have street cars, 
elevated trains and railroads. Now if 
these methods of transportation are not 
also curtailed, we may reasonably expect 
an increase of business in the areas served 
by them. This applies particularly to our 
downtown section and some of our larger 
outlying centers. If public transportation 
is cut down, it may be expected that 
business in these localities will suffer; 
though not nearly as much as in the cen- 
ters which depend mostly on automobile 
trafhe. The chief gainer in either of 


property downtown and in the large 
outlying retail centers, particularly 
where there are percentage leases, may 
therefore fluctuate temporarily with the 
adequacy of the available transportation. 
A definite decline in rents and prices may 
be looked for in those centers depending 
solely on automobiles. 

But dwelling accommodations near the 
shopping centers will become more desir- 
able. “Within walking distance” may be 
revived as a slogan. Apartment buildings 
and hotels adjacent to business districts 
may be favorably affected; also homes 
and apartments in the neighborhoods. ad- 
jacent to “hot-spots” and suburban retail 
centers. As the result of better residen- 
tial rents in these districts while the war 
lasts, some people will be tempted to buy 
homes and apartments there. 

What are the prospects for new build- 
ings? I think these: 

Most new building will be for arma- 
ment factories of one nature or another. 
Most of these will be built, I think; in 
outlying sections, away from congested 
areas. 

As to residential construction, all of it 
that is of a private civilian nature is ra- 
tioned already. So in spite of probable 
increased demand for near-in dwelling 
space, we cannot expect the erection of 
new homes near our big shopping centers. 
In addition to the rationing of building 

(Continued next page) 
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1942 Will 
BRING MBA TO ITS MEMBERS 








| Through 10 big two-day Clinics in 10 cities constituting a program which 
MBA's officers believe will be one of the most important and practical 
contributions to mortgage banking during the War period. Practically 











Chicago 


Seattle 


Los Angeles 
Dallas . 
} New Orleans .... 





Philadelphia 
Atlanta .. 
Nashville 


Cleveland 








Denver (Luncheon meeting) 
Salt Lake City (Luncheon meeting) .... 


Portland (Luncheon meeting)... 


San Francisco ... 


every MBA member can—and should—attend one of these 


CONFERENCES ‘AND MORTGAGE CLINICS 


FIRST SERIES 


sac March 23 
anal March 24 
scokedll March 26 
ees March 27-28 
March 31-April 1 
waite April 3-4 


seaplecnaaa May 1-2 
edsanbaanens May 4-5 
schecpaigall May 8-9 
Jamel May 11-12 














materials, the long-term disadvantages of 
such a location will outweigh any poten 
tial saving on gasoline 

I don’t think we are going to have any 
large apartment buildings put up in sec- 
tions near our shopping centers either. 
Uncertainty as to materials and rentals- 
that-will-not-justify-building both 
act as deterrents. But existing accommo- 
dations near the shopping centers will be 
in demand and will probably yield their 
owners a better income than they have in 
recent years. 


We should have a great deal of de- 


will 


fense housing, and one aspect of the situ- 
ation that ought to be considered is the 
location of this defense housing in a strict 
sense. At the present time, government 
regulations permit classification as de- 
fense housing of structures that are lo- 
cated many miles from any plant that 
may be engaged in the substantial manu- 
facture of war materials. This classifi- 
cation is apparently based on the theory 
that the workingman will drive an auto- 
mobile to work anyway, so it doesn’t 
matter much whether he drives one mile 
or many. 


I look for a change in the regulations 
which will materially reduce the distance 
defense housing may roam from its fo- 
cus. It may even be limited to walking 
distance. If it is, then we shall probably 
see clusters of homes and neighborhood 
stores growing up fairly near the new 
factories that, as we figured before, will 
be built mostly in the far-outlying dis- 
tricts. 

Well, some day this war will end. Do 
you think the great American public 
will by then have become so enamoured 

(Continued on page 6) 
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It’s Different This Year 
MBA IS COMING TO YOU 


BA’S Clinic program this year is 

the Association’s practical answer 

as to how to do something which 
its officers feel very much needs doing 
today—namely, to find out what the 
problems are that have the most vital 
meaning for mortgage bankers today and 
then give our members the most authen- 
tic answers available. 

Like every other field of business and 
banking, the War has brought new and 
different problems for those engaged in 
mortgage lending. Defense housing, the 
prospects of rent control and the doubts 
as to what it will consist of, Title VI 
loans, the drastic curtailment of new 
construction and other equally important 
problems of today have combined to 
make this a time when a mortgage bank- 
er, as never before, wants to be sure of 
what he is doing. 

That is what these Clinics are designed 
to do—help you guide your business 
through the months ahead in a practical 
and profitable way. 

Built on the framework of the original 
MBA Clinic, the Association has devised 
a new type of meeting which we feel 
certain will prove most profitable and 
effective in helping MBA members meet 
and solve the problems which the War 
has created. What this new type of 
Clinic is, how it was evolved and what 
the Association expects of it can best be 
described as it developed from an origi- 
nal idea. 

The MBA Executive Committee, the 
MBA Regional Vice Presidents, the 
chairmen of several of the more active 
MBA committees and a group of in- 
vitees met in Chicago in early January. 
The effects of the war on mortgage lend- 
ing were fully appraised at this meeting 
and at several informal meetings that 
preceded it. Officers and members were 
fully agreed that every effort, every bit 
of Association energy and every Associa- 
tion dollar this year should be put to 
work where it can do the maximum good 
for the membership as a whole. 


All activities were reviewed in detail, 
and from this discussion came the con- 
clusion that the greatest service we could 
render this year would be through the 
Clinic medium. 

To match this conclusion, President 
Champ had ready for consideration a 
plan which he had previously worked out 
in rough and which was built upon an 
idea of his of long standing—that the 
Association must be brought closer to its 
members through Regional Conferences 
and Clinic meetings. 

The next step in the evolution of the 
idea was a back-tracking over the 31 pre- 
vious MBA clinics. There was ample 
evidence to support the conclusion that 
the Clinic activity has been one of the 
most important and popular among those 
sponsored by MBA. The problem was 
how to make it even more popular and 
important, and particularly how to more 
fully adapt it to the emergency needs of 
the moment. 


President Champ proposed a new type 
of Clinic to bring to MBA members and 
others in the 10 cities selected for meet- 
ings all the important information they 
should have during these times of swiftly 
changing conditions and trends. 


In this new type of meeting, some of 
the features of previous MBA Clinics 
would be temporarily dispensed with so 
that every minute would produce the 
greatest actual return in time and money 
spent by those members attending. Thus, 
it was felt that, for the time being at 
least, members could well afford to forego 
many of the prepared addresses and 
some of the open forum discussion that 
follows each, in favor of a program which 
has for its primary purpose a scientific 
and thorough investigation of what are 
the real problems in mortgage banking 
today and bring the answers to these 
problems direct to members. 


These are times that try the best that 
is in us. 

What are your problems today? Do 
you know the answers—the complete 
answers? That is what we will try to do 
for you this year through the Clinics— 
find out what the most important prob- 
lems are and what expert advice dictates 
you should do about solving them. 





other Clinics and, in addition, 





AT THE 9 CLINICS AFTER CHICAGO 


The announcement on the opposite page about Mr. Cahill, Mr. 
Jones, Mr. Benner and Mr. McLain speaks for itself and, we have no 
doubt, will be sufficient to assure every mortgage banker that the 
Chicago Clinic is certain to be a very profitable meeting for all who 
attend. Those who will speak at the 9 remaining Clinics will be 
equally important for mortgage bankers to hear but we cannot an- 
nounce the complete list at this time. From our membership, Mr. 
Clarke and President Champ will participate in most or all of the 


BYRON T. SHUTZ 


Past President, Mortgage Bankers Association of America 
Kansas City 


CHARLES A. MULLENIX 


Vice President, Mortgage Bankers Association of America 


Cleveland 
GEORGE H. PATTERSON 


Secretary and Treasurer, Mortgage Bankers Association 
of America, Chicago 








Hear Raymond T. Cahill at Chicago and Know All There Is to Know About Title VI 
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These Are the Problems 
THAT AFFECT YOU TODAY 


N the preceding page we have em- 
phasized the vital mortgage problems 
of today. What are these problems? 

MBA members have received a ques 
tionnaire containing questions relating to 
these problems. They represent the prob 
lems our board of experts think are im- 
portant. You have been asked to select 
those which you think most important. 
Here are a few: 

Under Accounting Practices our speak- 
ers will discuss posting mortgagors’ rec- 
ords, type of ledger cards, journal sheets 
and cash book; relative merits of various 
collection methods; ways of reporting to 
mortgagees. (Should a standard form 
for reporting FHA loans be drafted 
now?) 

In addition, we'll discuss methods of 
securing tax bills and paying real estate 
taxes, relative merits of cash or accrual 
basis for setting up company income and 
expenses; and methods for interim financ 
ing of mortgages prior to sales and for- 
warding to ultimate mortgagees. 

Under Acquisition of Business you 
will hear a review of construction loans 
and the procedures used in making ad 
vances. We will consider solicitors and 
whether they should be paid salary or 
commission; we will discuss advertising 
and which types succeed and which do 
not 

In addition: FHA Title VI—advan 
tages and disadvantages of these loans, 
what help does FHA give in developing 
them and, further, should Title VI hous 
ing be for rent or sale? And while we 
are on FHA we will re-examine the 
agency's policy as it pertains to the rela 
tion of cost to value 

Under Conventional Loans we will ex 
plore appraisals and the much-argued 
problem of correspondents vs. paid ap 
praisers vs. home office appraisers. We'll 
talk about capitalization rates on apart- 
ments, business property and business 
property leased to  nationally-known 
tenants 


In addition, you will probably hear a 
great deal about war time restrictions on 
automobiles and their influence on su- 
burban residences, super markets and 
other suburban business locations. 


Under Priorities we will explore the 
future for securing critical materials in 
building and other related subjects. 

Under Servicing we are going to look 
into the many confusing and complex 
problems revolving around the Soldiers 
and Sailors Relief Act of 1940, matters 
relating to freezing alien funds, rent 
control, handling of delinquent mort- 


gages, waste clause in FHAs and other 
topics. 

Under What's Ahead you will hear 
some reliable and timely observations on 
the future trend of real estate values, in- 
terest rates, supply of mortgage money, 
supply of building labor, etc. We are 
also going to look a little beyond the day 
when peace again comes to the world and 
how we as mortgage bankers can fit into 
developments having to do with elimina- 
tion of slums and blighted areas and the 
proper disposition of defense housing 
and emergency industrial construction. 

Is there a way to eliminate tax exemp- 
tions and subsidized public housing with- 
out foregoing any legitimate national 
policy of aiding families of sub-standard 
income? 

That is another problem for the future 
and we will take it apart as best we can 


now. 








You'll Hear These Specialists 
at MBA’s Chicago Clinic 


RAYMOND T. CAHILL 
Assistant FHA Administrator, Washington, D. C. 
Subject: “Title VI and Defense Housing” 


SULLIVAN JONES 
Director of Housing Priorities of the War 
Production Board, Washington, D. C. 
Subject: “Priorities and Availability of Building Materials 


CLAUDE L. BENNER 
Vice President, Continental American Life Insurance 
Company, Wilmington 
Subject: “Economic Effects of the W ar on Interest Rates, 
Supply of Money and Other Mortgage Problems” 


JAMES A. McLAIN 
President, The Guardian Life Insurance Company 
of America, New York 
Subject: “Life Insurance Company Lending Policies 
in Wartime” 
FREDERICK P. CHAMP 
President, Mortgage Bankers Association of America 
Logan, Utah 
W. A. CLARKE 
President, W.. A. Clarke Mortgage Co., Philadelphia 
Conductor of the Clinic 
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Conventional Loans in Wartime—-James A. McLain Will Analyze Them at the Chicago Clinic 
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The 
MORTGAGE BUSINESS 
in DALLAS 


The second of a series of articles on 
mortgage banking in American cities 


By T. A. BLAKELEY 


T was with some misgiving that I 

wrote this article on The Mortgage 

Business in Dallas. Like most people, 
I am inclined to reach conclusions on any 
general development in the light of my 
own experience, and often such conclu- 
sions do not accurately reflect a com- 
posite view. 

So I submitted the original draft of 
this article to several of my competitors 
for criticism and as a result secured 
some appreciated assistance. 

But even now I cannot expect all of 
those engaged in the mortgage industry 
in Dallas to agree with my findings, nor 
do I expect all of those in any other city 
to agree on the trend or status of eco- 
nomic affairs as I see them. 

Dallas is a city of several cities, Dal- 
las proper, Highland Park, University 
Park, Preston Hollow, and other incor- 
porated areas. It is generally considered 
to be a city of beautiful homes and is 
located in the center of one of the best 
agricultural sections in the state. Devel- 
opment of this section and the building 
of fine residential properties, apart- 
ments, and suburban shopping districts 
have offered to the investor a splendid 
field for farm and city loans, ranging 
generally from $2000 to $20,000. 

I don’t want to over-estimate the 
amount of city loans negotiated each 
year, but I believe it is about twenty-five 
million dollars. The principal outlet for 
these loans, as well as farm loans (not 
included in this figure however) has 
been life companies with the building 
and loans taking a substantial volume 
and the commercial banks, individual in- 
vestors and eleemosynary institutions 
each taking a sufficient volume to be 
carefully considered when thinking of 
money lenders. 


While some loans are negotiated at 
44 per cent many of the smaller loans 
are closed at 52 per cent. 

There are about seventy lending insti- 
tutions in Dallas, many of which will 
consider applications ranging from 
$2,000 to several hundred thousand 
dollars. Among these institutions are 
home office life insurance companies, 
mortgage companies, branch office life 
insurance companies, commercial banks, 
insurance companies, building and loans, 
special trust accounts (such as church or 
school funds), estates and individual 
investors. The competition is more than 
keen but isn’t as bad as might be ex- 
pected. There appears to be very little 
“raiding” of accounts. Although I re- 
ported in Local Chapter News recently 
that the Refinancing War Was On, it 
actually hasn’t developed and we hope it 
won't. Practically all of those engaged 
in the industry are conservative in their 
advertising, fair with their competitors 
for whom they have a great deal of re- 
spect and a general friendly attitude. It 
is doubtful if any of the companies en- 
gaged in the industry secured the desired 
volume in 1941. It would be a fallacy 
or even humorous to say that we have 
been over-conservative in our recent 
lending practices but again the pendulum 
has not swung as far towards over-lend- 
ing as the momentum and weight might 
indicate, considering the weight of the 
early thirties when no loans were made 
and the momentum that has generated by 
the demand of so many investors, over 
and over, again and again, for mortgage 
loans. 


I think ad valorem taxes in Dallas, as 
well as the Park cities, compare favor- 
ably to the tax charges in other cities. 
They are no doubt lower by far than 


taxes in the Eastern states and even 
lower than tax assessments in some other 
Texas. cities. Our city, state, and county 
tax rates approximate $4 per hundred 
and are applied to an assessment which 
is usually about 50 per cent of the value 
of the property. On homesteads, the 
owner is allowed to deduct, in most cases, 
the state tax. Generally, I think our tax 
situation is satisfactory but naturally we 
would all like to pay less ad valorem 
taxes. This doesn’t appear to be in 
prospect and we hope that Dallas will 
not find it necessary to raise present 
rates. With little hope of securing a re- 
duction, we will be content to maintain 
the present tax load.. There is no indi- 
cation that this can be done as the city 
is being called upon constantly to make 
new improvements and has been spend- 
ing, for the past several years, a great 
deal of money for the service and bene- 
fit of its citizens. While millions have 
been added to the tax rolls by new con- 
struction and extension to the city limits, 
nevertheless, it is important that we 
should not let our increased expenses and 
expenditures exceed our additional in- 
come from our increased tax values. 
Dallas rates high in tax collections hav- 
ing collected 94.33 per cent of all as- 
sessed taxes in 1940. 


The mortgage business in Dallas is 
certainly over-crowded. It has been for 
at least twenty years and will probably 
continue to be. We suffer from no par- 
ticular municipal problems at the present 
time with the exception of the locations 
of certain negro schools and this situa- 
tion will be solved soon to the satisfac- 
tion of all concerned. We do have, how- 
ever, a serious problem in traffic control 
and parking. We recently adopted the 
plan of one-way streets in some sections 
and Dallas will someday adopt this pro- 
gram fully. We have no particular 
blighted areas or slum districts. Natu- 
rally, we have some older districts which 
have been on the downward trend for 
several years and which are now becom- 
ing boarding house and semi-industrial 
districts. 

There is much discussion about priori- 
ties and the effect of priority ratings. 
Right now we seem to feel that builders 
will continue building smaller residential 
properties under $6,000, at least for a 
while. It is thought that the building of 
the larger residential properties will cease 


What’s Ahead in Mortgages? Hear Claude L. Benner’s View of the Future at Chicago 
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entirely. Up to the present moment, 
builders have been able to secure mate 
rials for the completion of practically all 
projects and constructions under way. 
Builders will be slow in starting new con- 
struction other than residential 
properties. They have been opposed to 
giving firm bids on the construction of 
properties because of sudden price 
changes. In the FHA field, construction 
loans have been freely made and have 
been a factor in controlling the placing 
of many of these loans. 


small 


Dallas Needs a Local MBA 


It is unfortunate that Dallas does not 
have an active local mortgage association. 
The Texas Mortgage Bankers Associa- 
tion, when necessary, sponsors a meeting 
of the local mortgage men. Dallas does 
have, however, one of the best real estate 
boards in the country and a strong and 
active Insurance Agents Association. 
Many of those engaged in the mortgage 
business have become associated with 
one or both of these organizations. 

I think it is safe to say that Dallas has 
practically no vacancies in residential 
properties, office buildings, apartments or 
commercial properties. Now for some 
figures on subjects bearing directly on 
the mortgage loan business: 
|. Metropolitan Dallas has a population 
ot 376,000 
Ranks 17th in bank clearings in the 
United States. 

3. Ranks 4th as an insurance center in 
the United States. 
4. Built 15,000 new housing units in the 


ty 


past three years. 

Had building permits issued in the 
past eleven months for approximately 
$16,000,000 

We have all been asked, “Now that 


the nation is at war, how will it affect 


“wt 


the mortgage business in your commu 
nity?” 

It’s a difficult Dallas has 
many small industries, which 
have already been forced to close because 
of lack of materials. No doubt many 
others will be closed and it is expected 
that employees of these concerns will be 
absorbed in other industries and in de 
fense work. Naturally many of these 
men have already been called into the 


question 


some of 


armed forces 


Few houses under construction will 
mean fewer loans. This is already true. 
Obviously the mortgage business in 
Dallas and throughout the country is 
going to be slower and I imagine that in 
some sections it might almost come to a 
standstill. I think, however, that there 
will continue to be some building of small 
residential properties, that people will 
continue to buy houses and that real es- 
tate values will continue upward for 
some time. 

Most readers are 
with our Robinson Law, Homestead 
Law and Foreclosure Law, a discussion 
of any one of which could fill this entire 
publication. 

Yes, the industry in Dallas has been 
paying high commissions on FHA loans 
to builders and this has created a very 
unsatisfactory situation. 


probably familiar 





IT’S CHICAGO 

NOT ST. LOUIS 
The first 1942 MBA Clinic, 
which we previously announced 
would be held in St. Louis on Feb- 
ruary 21, will not be held and the 
Chicago Clinic on February 27 and 
28 will replace it. The MBA Board 
of Governors meeting will be held 
February 26. In view of the timely 
nature of the subjects to be dis- 
cussed, we expect a record attend- 
ance. Early hotel reservations are 


advised. 











It would be unfair to the mortgage 
loan industry in Dallas if I failed to state 
candidly what we think of our situation 
here. I know a Texan's reputation for 
superlatives and that we claim to have 
the biggest or the best or the worst of any 
and everything. I sincerely believe, how- 
ever, that the real estate and mortgage 
loan industries in Dallas at the present 
time are sound and healthy. Not from 
Dallasites alone, but from men from the 
North, East and Middle West we have 
been told again and again that Dallas is 
an economic bright spot. We hope that 
we have the right attitude towards our 
own economic situation and that we 
won't get the jitters under existing con- 
ditions. 

We have already attracted and expect 
to attract in the future certain war indus- 


With W. A. Clarke Conducting, the Chicago Clinic Will Be 


tries. I believe that we have an oppor- 
tunity to carry our full share and pos- 
sibly contribute a little something to 
the other fellow’s burden during these 
times. Right now we are busily engaged 
in the sale of Defense Bonds, USO work, 
Red Cross solicitation, Community Chest 
enlargement, strengthening our church 
organizations and civil defense training. 
We haven't had much flag-waving, but 
we expect to give a fair account of our 
energies during this War. 
° 

Mr. Blakeley is president of The Mort- 
gage Corporation of Texas in Dallas and 
is president of the Texas Mortgage Bank- 
ers Association. 


T. A. BUENGER’S ARTICLE 

(Continued from page 2) 
of the unaccustomed joy of walking, and 
freedom from the expense of an automo- 
bile and the happy feeling that there 
won't have to be any more monthly pay- 
ments on the “jalopy”, that they will con- 
tinue to forego the use of the automobile? 
You bet they won't, and they will 
promptly vote out of office any politician 
who wants to tax them into pedestrian- 
ism. 

We'll go right back to where we left 
off. Here in Chicago, our famous near- 
north-side Gold Coast will again have to 
rely solely on its indisputable advantages 
as a place to live, and so will our other 
near-in locations. Our little neighbor- 
hood stores will again have the same 
hard row to hoe that they had before 
Pearl Harbor. Existing apartment houses 
will have to struggle on as before. 

The village that during the war will 
have grown up around an outlying fac- 
tory will remain (perhaps) and its in- 
habitants may walk to work (perhaps) 

. that is if the factory is converted to 
peace-time uses. Otherwise these inhabi- 
tants will use their post-war automobiles 
to drive to another factory (wherever 
they can find work) just as if in the first 
place they had bought a house that was 
many miles away from the place where 
they earned their livelihood. 

So I wouldn’t advise anybody to make 
too great an investment in real estate 
solely on the probability of an increased 
future use of the pedal extremities of our 
American citizens, unless he is ready to 
gamble on recouping while the war lasts. 

The author is president of Doven- 
muehle, Inc., of Chicago. 
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WHAT’S ON THE MINDS 
OF SOME MORTGAGEES 


HAT are mortgage men talking 

about and thinking about these 

days? Here are some of the things 
we've heard recently. 

One MBA member has started a live- 
ly discussion with the suggestion that 
something might be done te give servicers 
of loans a fairer method of computing 
income tax on servicing fees or differen- 
tials. This member, from the Western 
mountain states, has studied the subject 
and discussed it informally with several 
Washington officials. He said: 


“Today most mortgagees are collecting 
a half or three-quarters of one per cent 
for servicing loans. They take this as 
income when they collect it and pay a 
regular income tax on it. Practically all 
FHA loans are still in the new stage or 
are in the higher brackets. As time goes 
on, these loans will be less and our in- 
come will, of course, be smaller because 
it would be computed on a percentage 
basis; but our work won't be less and 
new loans coming in to help the average 
will be fewer. 


Many institutions take part of that 
income during the earlier years and cre- 
ate a reserve for servicing the loans when 
the income is less, but we still have to pay 
tax on such a reserve created. For in- 
stance, if an institution collected $60,000 
a year in differentials or servicing fees, 
it should certainly put from 20 per cent 
to 30 per cent of that in a reserve to 
help pay the cost of servicing when the 
loans are small. Twenty per cent of a 


$60,000 servicing income would be 
$12,000, and in most growing corpora- 
tions (such as are making the larger por- 
tions of FHA loans) the state and federal 
tax on that $12,000 would be around 
$6,009. 

“The same thing, of course, holds true 
if $20,000 should go in the reserve. The 
tax on that same $20,000, because it 
automatically comes in the higher 
brackets, would be approximately $10,- 
000.” 

This MBA member thinks some rep- 
resentations might be made to the Inter- 
nal Revenue Department on the subject. 
He further believes that FHA might also 
be interested because some relief along 
these lines would put the servicing com- 
panies in a stronger financial position and 
thus better able to service loans when 
many of them may need more servicing. 

What do you think about it? 


Says plan would be great help 
in case of post-war slump 


Another MBA member, one of our 
officers, thinks our western member's 
suggestion is a good one and that it is 
something MBA may well investigate 
and see what can be done about it. He 
cites his own experience: 

“Some years when we were 
charging and depending upon commis- 
sions as compensation, we set up a reserve 
account and each year took out of the 
reserve a proper amount and added it to 
income. Apparently our procedure was 
approved because no question was 
raised unless it was with our auditors. 
Whether it is permissible now I do not 
know because we have just removed from 
the reserve account the remaining por- 
tion of the account in the adjustment of 
our 1941 income. 

“Possibly the Collector of the Internal 
Revenue may have had something to do 
with the interpretation. I am sure that 
all of us should be reserving a portion 
of our participation for the future. 


ago, 


“During the past three years we have 
been setting up a surplus account for the 
purpose, and are carrying it as a reserve 
to meet contingencies when the expected 
dip comes along. 

“Of course, we have had to pay income 
tax on the entire amount as we go along, 
and we have been satisfied to do so be- 


cause we have foreseen much higher in- 
come taxes in the next several years. We 
feel that we have accomplished the re- 
sult at the least amount of taxes. I 
should like to see a ruling along the lines 
suggested.” 


Another wondering about the 
FHA refinancing certificate 


Another member is wondering what 
recent information is available concern- 
ing the FHA interpretation of the re- 
financing certificate. His company has 
lost a large number of loans which have 
been refinanced by competing agencies 
who have presented the refinancing cer- 
tificate as a routine part of the applica- 
tion and applicants have signed without 
knowing what they were doing. The 
practice became serious with him when 
one of his correspondents purchased a 
large block of FHAs and had the mis- 


fortune to have the account raided. 


From several cities we get reports that 
mortgage and real estate men are actively 
pushing reforms in municipal codes. In 
one city, the most influential business 
group has demanded that the city authori- 
ties repeal the housing sections of its 
building code and adopt the minimum 
standards set up by FHA. 


FHA recognizing higher costs 
in making their appraisals 


From East and West Coast members 
we are hearing a great deal of discus- 
sion of war risk insurance and properties 
damaged from bombing and other war 
perils. And from practically all cities we 
note that FHA valuation policy regard- 
ing increased costs is being hotly argued. 
The other day in Detroit Raymond M. 
Foley, Michigan FHA director, told local 
mortgage men that the agency, which has 
been taking June, 1940 costs in making 
appraisals, will now recognize a cost base 
of about 5 per cent higher. 


In early January the Detroit MBA, in 
cooperation with other organizations, had 
asked FHA to recognize in its evaluation 
commitments “a substantially increased 
percentage to cover overhead, reserve for 
losses, liability under customer guaran- 
tees, taxes and profits,” and, “a 5 per 
cent sales and advertising cost.” 
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THESE WILL HEADLINE MBA’s CHICAGO CLINIC 


LL of the speakers at the Chicag 
I \ Clinic are well-known to every 
mortgage man and require no spe 


cial introduction here 


As Director of Housing Priorities in 
the all-important War Production Board, 
Sullivan Jones is directly under Donald 
Nelson. His work at the moment affects 
mortgage bankers about as importantly 


is any being done in Washington 


Raymond T. Cahill, as Assistant FHA 
Administrator, is directly under Admin 
istrator Ferguson. His subject, Title VI 
loans, is among the first interests of most 
mortgage men today. Mr. Cahill’s entire 
business career has been in mortgage 
banking. He was once with the HOLC 
and went with FHA in 1935. He later 
became deputy administrator in charge 
of mutual mortgage insurance and then 


was advanced to assistant administrator 


Claude L. Benner spoke at the 1940 
MBA Convention in Chicago and the 
next year in New York at the Conven 
tional Loans Clinic Those who heard 


1 


him on these occasions will be looking 


RAYMOND T. CAHILL 








FREDERICK P. CHAMP 


CLAUDE L. BENNER 











REGISTRATION FEE 

The registration fee at the Chi 
cago Clinic will be $10. It is hoped 
that revenue from registrations this 
year will be sufficient to defray all 
Clinic expenses so that the Associa 
tion will not be obligated finan- 
cially 








forward to hearing some important ob- 
servations in Chicago this month. 


At the Conventional Loans Clinic, 
members also heard James A. McLain de- 
liver a most thoughtful address on trends 
in city apartment property. As one of the 
most reliable authorities in the nation on 
conventional mortgage loans, he will have 
a great deal to contribute to your think- 


ing now. 


W. A. Clarke organized and conduct- 
ed the FHA and Priorities Clinic at the 
New York Convention which was (MBA 
members keep saying) one of the best 
things the Association has ever done. He 


is responsible for the program you will 


hear in Chicago February 27 and 28. 


It was President Frederick P. Champ 
who conceived the idea of the unique and 
different type of meeting you will attend 
in Chicago. It has been his idea that 
MBA must sponsor more Regional Con- 
ferences and Clinics—“bring MBA to its 
members”, he declared—and our Chicago 
Clinic is our first effort to make that de- 


sire a reality. 


W. A. CLARKE 








